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February 23, 1999

M3z Alice ¥illavicencio

fremerger Netification Ofhice
Foderat Trade Caortmissian

41h Streer and Fepmsylvenia Avenuss
VWashingon BC 20520

Dcar Ms. Villavicencio:

1 am wyiting to confirm the canclusion we reached during our felephone conversation
day that e transaction described brlow is exempt under section 8025 of thr Presmergser
Kotification Rules.

A corporation whick is 3 “real estale fvesiioend Frust™ for Federal tax pinpaoses (the
“REIT™ is a4 party to a merger agreement pursuant to which o permership conmmoljed by the REIT
(thz “Sebeidiary' 1 will become the ownet of all of the cquity intcrests of a [imited lishility company
i"Timber Co.”) through the merger of a parthership which owns thase aguity interasts into the
Yobsidiary. The only mateial assels af Timber Co. are timberlands and agsociated Ember cutting
ang relzted agrertuenls. Thl: merping partnership hu.s nu ma l asscls other than the Tienher Co

cquity mtqresis N

The parties aatisfy the size of the purties test, The assets ol Timber Co.. whicty the
REIT is deemed (o be ucquiring ihrough the acyuisition of 100% ol the limited liability eompany
interests, have g value in excess of §15 million. There has been sufficient cutting and removal of
fimber e one ar morc of the tracts owned by Timber Co, thal the wansaction wouotd qor qualify
for exettiplion wider seetion 802,14}, The REIT will not lesse for its own use any of the Timbey
Co.’s asscls.

Given the significant restrictions impascd by the Internal Revenue Code on the 1vps
Y ifeattic a “real egtarte investmend. icust” can have, the REIT intents to generste imeame Fom the
Timzber Co." s assets purssaut w sedion 63100} of the Iatema] Revenue Code. As we have discussed
m shepast, section &310b) providss for a pazsive method of imber disposition. A timbher owner
wishing to-take sdvantage of section 631{b) enisrs irlo a cutting contrast with the timber purchaser
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inthe natare of 2 royalty agreement, pursuant to which the imber purchaser smtars onig the property, '“‘( R Tl

cuts. the timber and pays the awner based upon the volume of timbeor retneverd by the purchaser from Jo

the: property.  The Infermnzl Revernuie Service has recognized the passive asture of thess cutting™ 0+
comueol arrEngemenrs. The intemal Revenue Service regards the enderlying trunsaction as a "legse® filale )
af the tmber praperty, producing 2 form of royalty income. fﬂf{“ 4

Given the intent of the RETT to generate income throagh section §31¢b) contracts, we
conarred that the transgetion is exempt under Saction 631(b).

Ploage let me kmow prognpily i T have misunderstond sur conversation.

Thank you for vour assistance on this matter.
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